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REPORT
CATEGORY New Business

DEPT City Manager Human Resources

CITY OF MOUNTAIN VIEW TITLE Memorandum of Understanding with the
International Association of Firefighters

IAFF Local 1965

RECOMMENDATION

Adopt A RESOLUTION AUTHORIZING THE CITY MANAGER OR HIS DESIGNEE TO

AMEND THE MEMORANDUM OF UNDERSTANDING BETWEEN THE INTERNATIONAL

ASSOCIATION OF FIREFIGHTERS IAFF LOCAL 1965 AND THE CITY FOR THE PERIOD

OF JULY 1 2012 THROUGH JUNE 30 2015 AND TO REVISE THE CITY S SALARY PLAN TO

REFLECT THESE COMPENSATION CHANGES to be read in title only further reading
waived resolution to be provided prior to the meeting

FISCAL IMPACT

One key component of the budget balancing strategy for Fiscal Year 2012 13 is an employee
compensation cost containment target of 600 000 in structural or ongoing savings IAFF s
share of this target was set at 165 335 The recommended amendments to the Memorandum

of Understanding MOU with IAFF exceed this target amount for Fiscal Year 2012 13 and
achieve an estimated 250 000 to 550 000 in structural compensation cost containment over

the three year term of the agreement The range of structural savings depends on whether the

City migrates to the Ca1PERS Health System for IAFF Local 1965 in which case their tempo
rary employee contributions to the Retirees Health Trust would become an ongoing struc
tural contribution Migration to the Ca1PERS Health System may also result in lower City
costs for health premiums in the short term However the full short and long term financial
impact of this transition under consideration is subject to the Ca1PERS Health System Study
planned for Fiscal Year 2012 13

BACKGROUND AND ANALYSIS

The current MOU with IAFF July 1 2007 to June 30 2011 and a one year extension by side
letter agreement will expire June 30 2012 City management representatives began meeting
with representatives of IAFF Local 1965 in March 2012 to negotiate a new agreement The

new three year agreement July 1 2012 to June 30 2015 represents an effort between the
parties to maintain a compensation and benefit package for IAFF Local 1965 members that is

financially sustainable for the City IAFF has worked with the City in the past to ensure that
the City s retirement benefit costs were controlled by their members contributing additional
portions of their salaries to fund employer pension costs Currently their members contrib
ute the normal employee contribution of 9 0 percent of salary as well as an ongoing
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4 366 percent of salary Since Fiscal Year 2010 11 they have been contributing on a temporary
basis an additional 3 2 percent of salary In total their members currently contribute
16 566 percent of their salaries toward their pensions 3 2 percent of which is due to expire

June 30 2012 The new agreement will help to ensure the financial sustainability of retire
ment benefits by making permanent and ongoing 2 0 percent of the 3 2 percent cost share that
was previously temporary and potentially making the remaining 1 2 percent of temporary
cost share a permanent and ongoing contribution from the employee toward the Retirees
Health Trust The fate of this 1 2 percent of salary cost share will depend on whether the
parties mutually agree to migrate IAFF members to the Ca1PERS Health System following a
study of that system to be conducted jointly by the parties during Fiscal Year 2012 13

In the new agreement IAFF also supports structural changes to the City s medical insurance
plans and to vacation benefits These changes are similar to those made by other employee
groups last fiscal year

The proposed changes to the MOU are detailed in the resolution to be provided prior to the

meeting The following information summarizes the changes

Term Three years July 1 2012 to June 30 2015

Medical Benefits HMO medical insurance plans available to IAFF members will now

include a 10 copay for office visits as well as other minor health plan design changes The
City also anticipates offering a high deductible health plan HDHP to all employees in
addition to the HMO and PPO plans currently provided The HDHP has significantly lower
premium costs and the City would make contributions to the employee Health Savings
Account for employees who voluntarily choose to join the HDHP

COLA In the third year of the agreement IAFF members would receive a 2 0 percent cost

of living adjustment COLA This salary increase is built into future budget projections

PERS Cost Share Beginning in the first year of the agreement IAFF members will contribute
an additional 2 0 percent of salary up to maximum 6 0 percent when added to existing
ongoing cost share on a permanent and ongoing basis toward the employer s rate for the
enhanced PERS pension benefit This ongoing contribution replaces 2 0 percent of the tempo
rary 3 2 percent IAFF members have been paying for the last two years In addition to the
maximum 6 0 percent contribution of the employer rate IAFF members will also continue to

pay the normal employee contribution currently 9 0 percent and the cost of the enhanced
survivor s benefit currently 0 366 percent

Retirees Health Trust Contribution For Fiscal Year 2012 13 IAFF members will contribute

1 2 percent of salary toward the Retirees Health Trust which funds the City s anticipated
liability for retirees health benefits Beginning in Fiscal Year 2013 14 this contribution will
become permanent and ongoing if the parties mutually agree to migrate to the Ca1PERS
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Health System for IAFF members If the City does not transition to the Ca1PERS Health
System the 1 2 percent Other Post Employment Benefits OPEB contribution will end on

June 30 2013

Study of CaIPERS Health System Beginning in early Fiscal Year 2012 13 the City and IAFF
will jointly study the possibility of migrating to the Ca1PERS Health System for IAFF
members and qualified retirees and possibly members of other bargaining units and their
qualified retirees If the study results determine that the interests of both parties can be met
then the City will enter into a contract with CaIPERS for medical insurance for IAFF members
and qualified retirees to begin as soon as is practicable but no later than January 1 2014 The
MOU includes specific details about the scope and process for the study

Vacation Accrual Caps During Fiscal Year 2012 13 vacation accrual caps will be lowered for
IAFF members as of December 31 2012 and June 30 2013 The maximum accrued vacation

that employees will be allowed to accumulate will be approximately 12 percent to 17 percent
less than the current caps depending on years of service resulting in an ongoing structural
savings to the City

Vacation Cash Out In Fiscal Year 2012 13 and Fiscal Year 2013 14 IAFF members will be

allowed to make one time vacation cash outs at a 50 percent higher level than currently
allowed This will assist in alleviating potential operational and overtime cost impacts that
could result from members needing to reduce their vacation balances below the phased in
lower accrual caps

Deputy Fire Marshal The Deputy Fire Marshal will receive a minimum of two hours of
emergency overtime pay paid at double time when recalled for an emergency similar to
suppression personnel instead of the current three hours minimum at one and one half times

pay

FOBAR The parties will continue to meet to review the discipline provisions of the MOU

and revise them to be compliant with the Firefighters Procedural Bill of Rights FOBAR
through a side letter to the new MOU that will be completed in Fiscal Year 2012 13

CONCLUSION

The recommended resolution amending the MOU between the City of Mountain View and
IAFF Local 1965 meets both short and long term interests for the City and the bargaining
unit The three year agreement reduces City costs for leave health and pension benefits on an
ongoing basis The agreement provides additional savings for at least one year due to a Fiscal
Year 2012 13 cost share by IAFF members of future retirees health costs This savings may
become an ongoing structural savings past Fiscal Year 2012 13 if the City and IAFF mutually
agree to migrate IAFF members to the Ca1PERS Health System in Fiscal Year 2013 14 Such a
migration may also result in lower annual premium costs to the City as current Ca1PERS
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Health System premiums are lower than current premiums for City health insurance plans
However the complete short and long term impacts of migrating to the CaIPERS Health
System will not be known until completion of a joint study of the Ca1PERS Health System
between the City and IAFF in Fiscal Year 2012 13

City management appreciates IAFF s creativity in proposing a new mechanism for sharing
long term costs associated with retiree health benefits This approach has not been widely
adopted by other local government agencies and is an important method for helping ensure
the affordability of long term benefits We further appreciate IAFF s work to address other
City interests and to complete bargaining in a timely manner We recommend adoption of
the resolution
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